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the present one and in the case of the peso about 6 per cent over 
the Indian rupee. 

The leading requirements for the maintenance of the gold 
standard are set forth, particular attention being given to regula- 
tions needed for adjusting the supply of fiduciary coins to trade 
needs and the maintenance of an adequate gold reserve. It is to 
this last problem that most of the author's attention is given. Its 
functions, i.e., (a) to secure an automatic adjustment of the cur- 
rency supply to the demands of trade and (b) to create and main- 
tain public confidence in the fiduciary currency are carefully ex- 
plained. A minimum reserve of 40 per cent is recommended for the 
outset with perhaps 30 per cent later, this to be held in national 
gold coins, standard gold bars, and foreign gold coin with no 
more than perhaps 10 per cent in silver, preferably coin at the 
outset. Part of this fund might be kept in New York or London. 
The fund is to be accumulated from various sources among which 
are seigniorage profits in coining silver and a loan fund of 
P 20,000,000. 

An introduction by Rafael Nieto, a member of the commission, 
states that the recent decline in the price of silver to about 85 cents 
per ounce has made unnecessary the recoinage of the silver cur- 
rency but that if the price should again rise to a point sufficiently 
high to encourage "the exportation of fractional silver, recoinage 
will be imperative." 

The report is lucid throughout, and is an excellent illustration 
not only of the expert knowledge of its author and his thorough 
familiarity with the problem he is treating but of the attractive 
form in which a public report on a subject usually considered unin- 
teresting may be presented. Such material is vastly superior for 
the uses of a teacher to the ordinary textbook treatment. The 
only regret felt by a reader is that our whole money and currency 
problem is as yet unsolved. A world whose welfare is so much at 
the mercy of a slight fluctuation in the price of a single commodity 
has much to learn and much to do. Even such remedies as Pro- 
fessor Kemmerer proposes would be a protection only against a 
rather moderate rise in silver prices in the future. 

E. M. Pattekson. 

University of Pennsylvania. 
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This book contains in a more fully elaborated form much of the 
material found in the author's Elements of Foreign Exchange, pub- 
lished first in 1910 — a book which has had a deservedly wide use as 
a college textbook. The present book, however, contains considera- 
ble material not found in the earlier book, as for example two chap- 
ters dealing with dollar exchange, a chapter on the silver exchanges, 
and a fuller and much more satisfactory treatment of the relations 
between the foreign exchanges and the money market. Appendices 
contain illustrative problems, and the elementary facts concerning 
the coinage systems of leading countries. There is no treatment of 
the important foreign exchange subject, the gold-exchange stand- 
ard, and little attention is given to international exchange on our 
own continent. Canada is barely mentioned and Mexico is ignored. 
Both of these exchanges are of interest to American students. 

The reviewer discovered a few inaccuracies but none of them are 
serious. For example, on pages 25 and 26 the author says: "If, 
for example, for every pound sterling of exchange created by the 
import of merchandise there is created a demand for two pounds 
sterling by reason of merchandise exports, it is very evident that 
the rate of exchange is likely to go up" etc. Here the author has 
incorrectly interchanged exports and imports. Obviously merchandise 
imports create a demand for sterling exchange and merchandise 
exports create the bills. Exchange rates go down when exports ex- 
ceed imports, not up. The discussion of the theory of gold move- 
ments on page 73 — a theory which the author says is "held far more 
strongly, by the way, among economists than among practical 
bankers" — is not satisfactory. The theory discussed is not ade- 
quately stated, and should have been more fully treated or ignored 
entirely. 

Unlike most books on foreign exchange this one is not burdened 
with needlessly complicated mathematical illustrations that confuse 
rather than illustrate. The author's illustrations are effective be- 
cause they are largely hypothetical and can therefore be made 
simple and be freed from extraneous details that encumber many 
so-called "practical illustrations taken from actual business." The 
style is simple and direct. Mr. Escher has written a book that will 
make a strong appeal to the serious minded student, and will prove to 
be a valuable textbook on the subject of foreign exchange for col- 
lege classes in money and banking. 

E. W. Kemmerer. 
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Income Tax Procedure, 1918. By Robert H. Montgomery. 
(New York: The Ronald Press Company. 1918. Pp. x, 800. 
$4.00.) 
The federal income tax and its companion the excess profits tax 
involve many ideas and lines of thought with which few among the 
American people are familiar. This unfamiliarity with the under- 
lying ideas as to the nature of income and of income taxation causes 
much of the confusion which the taxpayer finds in his efforts to 
understand the new law. The reason for this ignorance is not far 
to seek. As a people we habitually think of a man's wealth in 
terms of capital (property) and not in terms of income. We have 



